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Megatrends are continually shaping the global operating environment and impacting the way we work,
live and play. Although these trends can be disruptive, they present possibilities to invest in new areas.
We highlight a few that will offer new investment opportunities in the decades ahead.

Megatrends are large-scale shifts that will have a deep

and long-lasting impact on businesses and societies.
Understanding how these transformative trends will impact
companies operating in many sectors will be crucial for
investors who wish to be part of the new investment
narrative.

INVESTING IN MEGATRENDS

Climate change, renewable energy, and carbon
neutrality — Understanding China’s goal of reaching peak
emissions by 2030 and net carbon neutrality by 2060 has
given us insights into the environmental impact of energy
consumption and strengthened our conviction to invest

in selected electric vehicle (EV) companies and upstream
suppliers (e.g. the separators in lithium ion batteries) in the
EV supply chain.

We believe that Taiwan's well-established semiconductor
eco-system stands to benefit from the rising demand for
EV globally. EV-related demand would drive advanced
semiconductor consumption over the next five years, which
should benefit leading Taiwanese foundries and Integrated
Circuit design houses.

The increased demand for semiconductors will also benefit
companies that produce related components such as
advanced IC substrates (ABF or Anjiomoto Build-up Film),
which provide electrical insulation of complex circuits for
high-performance central processing units.

Changing demographics — Asia is on track in the next few
decades to become one of the oldest regions in the world as
its elderly population is projected to reach nearly 923 million
by the middle of this century’. Still, there are pockets in the

Source: 'https://data.adb.org/story/population-and-aging-asia-growing-elderly-population
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Asia’s middle-income class is set to grow (Share of the global middle class by region)

6% 4%

B Asia Pacific I Americas

B Sub-Saharan Africa

54%

14%

M Europe

5% 4%

65%

Middle East & North Africa

Source: Brookings Institution. Middle class = household with incomes between $11

- $110 per person/day (PPP) in 2011.

region that continue to enjoy attractive
demographic dividends; Vietnam is one such
example with a median age of 32.5 years?.

At the same time, there is an estimated

2 billion Asians who are members of the
middle-income class in 2020 and that
number is set to increase to 3.5 billion

by 2030. In comparison, the size of the
middle-income class in the Americas and
Europe is stagnating®. The rising middle-
income class has been a boon for countries
such as Vietnam where economic growth
is now no longer largely dependent

on agriculture but led by services and
industrial activity, supported by the young
population.

66

Asia’s changing
demographics and
growing middle-income
population will impact
consumption trends.

29

Asia’s changing demographics and growing
middle-income population will impact
consumption trends. Growing trends such
as digitalisation and sustainability are likely
to be embraced and adopted. This in turn
offers new investment opportunities in
financial services, healthcare, consumer
goods and green products.

Digitalisation and increased automation
—In a recent survey*, digitalisation was seen
as key in helping ASEAN businesses cope
during the pandemic and key in the region’s
economic recovery going forward. 87% of
the micro, small and medium enterprises
surveyed indicated that digitalisation
automated production processes and helped

Source: World Bank — Vietnam country overview, updated 7 Apr 2021. 3https://www.weforum.org/agenda/2020/07/the-rise-of-the-asian-middle-class. The
middle class is defined as household with incomes of $10 to $100 per day and capita, taking into account purchasing power. “https://www.straitstimes.com/asia/
increasing-digitalisation-the-way-to-recovery-in-a-protracted-covid-19-crisis-wef-asean-poll
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save time, provided easy access to information, and more
options to select goods and services. Digitalisation also
provided alternative sources of income during the pandemic.

Financial services is an area that has seen significant
advancements from digitalisation. Digital banking and the
proliferation of electronic payment wallets have facilitated
digital remittance, online investments, and e-commerce
activities. In Vietnam, top commercial banks are observed to
spend 20%-70% of their capex on digitalisation. According
to a Fintech and Digital Banking report®, Asia Pacific is
expected to see 100 new financial institutions by 2025.

Understanding how technology is evolving through
innovations such as 5G, cloud computing, and machine
learning and how businesses are adapting their business
models have also helped us unearth disruptive investments
in the software, e-commerce, and internet sectors.

Cryptocurrencies — The future investment potential of
cryptocurrencies continues to be a hotly debated topic.
Enthusiasts have drawn parallels to gold while skeptics have
dismissed it as a fad. Although there appears to be a longer-
term potential for this asset, we believe it is still a little

early to incorporate it into portfolios to seek diversification
benefits.

While gold has clearly been shown to support portfolio
performances in periods when a balanced (equity -bond
mix) portfolio may be suffering, the sample size is far too
limited to draw any firm conclusions for cryptos. Another
challenge is to find an appropriate (risk-managed) way to
access this space.
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INVESTMENT IMPLICATIONS

While investors need to be aware of near-term drivers

such as inflation, interest rates and GDP growth which
may impact the investment outlook, it is important to

have exposure to disruptive megatrends that will have
significant long-term global implications. When investing
in megatrends, investors need to pay attention to the
commerciality and sustainability of new business models
and the ability of management teams to execute. As some
of these nascent businesses are still evolving, investors need
to keep track of developments and understand both the
opportunities and the risks involved.

One of the biggest risks for new technological
breakthroughs and emerging businesses is potential changes
in the regulatory landscape and increased government
intervention. Finally, even for highly attractive and disruptive
megatrends, investors need to constantly take a sanity check
to ensure that market valuations have not been extrapolated
beyond levels of plausible reality.

Source: *Backbase, a company that offers digital banking platform, and the International Data Corp. (IDC)
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Explore the other themes in our 2022 Market Outlook

Normalisation in motion Underappreciated Asia China redefined ESG accelerated
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This document is produced by Eastspring Investments (Singapore) Limited and issued in:

Singapore and Australia (for wholesale clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H),
which is incorporated in Singapore, is exempt from the requirement to hold an Australian financial services licence and is licensed
and regulated by the Monetary Authority of Singapore under Singapore laws which differ from Australian laws.

Hong Kong by Eastspring Investments (Hong Kong) Limited and has not been reviewed by the Securities and Futures Commission
of Hong Kong.

Indonesia by PT Eastspring Investments Indonesia, an investment manager that is licensed, registered and supervised by the
Indonesia Financial Services Authority (OJK).

Malaysia by Eastspring Investments Berhad (531241-U).

This document is produced by Eastspring Investments (Singapore) Limited and issued in Thailand by TMB Asset Management Co.,
Ltd. Investment contains certain risks; investors are advised to carefully study the related information before investing. The past
performance of any the fund is not indicative of future performance.

United States of America (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 199407631H), which
is incorporated in Singapore and is registered with the U.S Securities and Exchange Commission as a registered investment adviser.

European Economic Area (for professional clients only) and Switzerland (for qualified investors only) by Eastspring
Investments (Luxembourg) S.A., 26, Boulevard Royal, 2449 Luxembourg, Grand-Duchy of Luxembourg, registered with the Registre
de Commerce et des Sociétés (Luxembourg), Register No B 173737.

United Kingdom (for professional clients only) by Eastspring Investments (Luxembourg) S.A. - UK Branch, 10 Lower Thames
Street, London EC3R 6AF.

Chile (for institutional clients only) by Eastspring Investments (Singapore) Limited (UEN: 19940763 1H), which is incorporated in
Singapore and is licensed and regulated by the Monetary Authority of Singapore under Singapore laws which differ from Chilean
laws.

The afore-mentioned entities are hereinafter collectively referred to as Eastspring Investments.

The views and opinions contained herein are those of the author on this page, and may not necessarily represent views expressed
or reflected in other Eastspring Investments’ communications. This document is solely for information purposes and does not have
any regard to the specific investment objective, financial situation and/or particular needs of any specific persons who may receive
this document. This document is not intended as an offer, a solicitation of offer or a recommendation, to deal in shares of securities
or any financial instruments. It may not be published, circulated, reproduced or distributed without the prior written consent of
Eastspring Investments. Reliance upon information in this posting is at the sole discretion of the reader. Please consult your own
professional adviser before investing.

Investment involves risk. Past performance and the predictions, projections, or forecasts on the economy, securities markets or the
economic trends of the markets are not necessarily indicative of the future or likely performance of Eastspring Investments or any
of the funds managed by Eastspring Investments.

Information herein is believed to be reliable at time of publication. Data from third party sources may have been used in the
preparation of this material and Eastspring Investments has not independently verified, validated or audited such data. Where
lawfully permitted, Eastspring Investments does not warrant its completeness or accuracy and is not responsible for error of facts
or opinion nor shall be liable for damages arising out of any person’s reliance upon this information. Any opinion or estimate
contained in this document may subject to change without notice.

Eastspring Investments (excluding JV companies) companies are ultimately wholly-owned/indirect subsidiaries/associate of
Prudential plc of the United Kingdom. Eastspring Investments companies (including JV’s) and Prudential plc are not affiliated in any
manner with Prudential Financial, Inc., a company whose principal place of business is in the United States of America or with the
Prudential Assurance Company, a subsidiary of M&G plc (@ company incorporated in the United Kingdom).
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